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2l DFC 


NOTE FOR D/Per s 

DD/Pers 


Bob, 

You asked whether we could determine what the rationale was 
for the 2% accrual rate for CIARDS employees whether they are 
serving overseas or domestically, we have not found anything in 
Office of Personnel's records that show exactly why the 2% was 
selected except that we used the 2% just like the Foreign 
Service. When we were meeting with Bill Bacus at State 
Department, I asked him whether he had any background on the 2% 
figure. He claims that when using age 60 as a mandatory 
retirement age and considering that the maximum percent permitted 
by the Foreign Service law is 70%, or 35 years of service, it 
takes a 2% contribution to get there. This may not be very 
scientific, but it is the best information we have been able to 
obtain. If we can find any more, I will let you know. 

I have a lso attached a quick analysis that has been done by c-,..-,- 

on the proposed Stevens Supplemental Retirement oTAT 

Plan. Although it may be lengthier than you need, the general 
comments ssction on page one is a summary of the proposal .There 
are three aspects that strike us: (1) the special retirement 
system (which would include CIARDS) would change the retirement 
age from 50 with 20 years service to age 55 with 25 years 
service; (2) the computation rate of .85% times the high five 
ye f®, | s a significantly less benefit than the present systems; 
and (3) the 401 K plan looks richer than we originally thought 
it would be. The last item would tend to benefit our higher 
graded employees and thus could be a major concern for lower 
graded employees. We will do some further analysis and try to 
obtain more specifics on the Stevens Proposal. 

STAT 


Sanitized Copy Approved for Release 2010/06/14 : CIA-RDP89-00066R0002001 3001 9-9 





I 


Sanitized Copy Approved for Release 2010/06/14 : CIA-RDP89-00066R0002001 3001 9-9 


Review of the OLL Extract of Sen. Stevens 
Retirement Plan Proposal 


General Comments 

The extract of the Stevens Retirement Plan doesn’t contain 
any "surprises’’ as regards the overall aspects of the Plan and is 
consistent with expectations developed from the early public 
hearings, discussion with the senate staffers and input from Andv 
Ruddock and Ed Hustead as to what to expect. 

As expected, the plan provides a three tier benefit system 
(Social Security, a defined benefit plan and a capital 
accumulation plan - a 401k type plan). 

The plan's full benefit accrual comes into effect at aae fi? 
with 2% reduction per year for early retirement (55 with 30 years 
permitted) or involuntary retirement at any age with 25 years of 
service or 50 with 20 for regular civil service types. Special 
civil service categories such as law enforcement, fire fighters 
and air traffic controllers would be able to retire at 55 years 
with 25 years of service (now 50 with 20) with no penalty 
reduction under age 62. 

Special categories retiring at 55 w/25 years would get a 
•supplemental" to the basic plan earned annuity through offset of 
some percentage of Social Security benefits at age 62 so as to 
provide a level annuity from retirement to age 62 and thereafter 
with combined basic annuity/social security benefits. 

It was anticipated t;hat the accrual rate for the defined 
benefit plan would be -2&T ll-£r than the current CSRS system but i 
Stevens has come up with an extremely low proposed accrued rate 
of .85 percent (as compared to the current average 1.85 percent 
CSRS rate) which would produce less than half the replacement 
income provided under current formulas. 

This same formula appears to be also applicable to the special 
category groups such as l6w enforcement, fire fighters, etc. i 

which will severely reduce the now "preferred benefit" status for 
these groups. 

Early retirement, even without a penalty, will be a 
theoretical option unless the individual puts a lot of money into 
the 401k from the onset and the return is excellent at the time 
of retirement. This of course cannot be predicted should the 
economy be depressed for periods before retirement. 

The design of Stevens Plan, the penalties, and the accrual 
formula are aimed at encouraging employees not to retire before 
age 62 or later. 

Specific Comments on Basic Provisions 

1 . Participation 

The proposed plan focuses on a supplemental system for social 
security covered employees but offers an option to pre-1984 
employees under the CSRS to elect transition to the new system 
under two options. 

The extract unfortunately isn't fully clear but both options 
would appear to require going under social Security coverages. 
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r„rrf!?? lc,y ? es - hired ° n ° r after 1 January 1964 covered by the 
current interim system will be transmitted intn i 

enactment with their ] . 3% contributiSis bei^ mashed by Jhe " POn ' 

government at *2 for *1 and put in the 401k cap. accumu 1st ion 

One of the transition options for current CSRS system 
plus^r^intere^h trans fer employee/gover nment contributions 

basis of the limited information available in the 
£££'<:££ system? ry tra “ f «* COUld b * «P~‘- 

2 . Basic Plan 

reqular V CSRS LT« and r trem f ly lo “ oomputation formula for 
gular CSRS and special civil service categories (law 

enforcement, etc.) hired on or after 1 January lQftz *- 

this have been made in the -General Comments^above - . The °" 

nn e - ly 2 ° W return frorn the defined benefit plan of the Plan 
puts the primary source of annuity from the Plan on a dpf-ino^ 
contribution basis (e.g. the 401kplan) and the risk on tJe 
employee rather than the employer. the 

3. 401k Plan 

No indication whether the 401k would h*> n fforo^ __ . 

or involuntary element of the plai). As previous y noted VOluntarv 
regarding interim employees and transfers from the "old-'csRS 

involuntary^ 1CiPatl ° n by th6Se cate 9° ries appear to be 

pay arriighe^tha^previouslyhindicated ^Same^oJ ^h^ baSi ° 

as S&, S “ 

but concept will be considered^d^gSed^ g?ea^l^ngt 

4 . Annuity 

return basic ^defined benefits annui fv n f i_u_ % 
Davina e fo 0n " C0ntribUti "° n ^' y by en, P lo y ee s with the government 11 

^es^t^S"*^^^ ab ° Ut half the ldVel P^cS^er 

in the"cpi . ^ ncrease of annuity would be based on 75% of the chance 

5. DeferredRetirement 


immediate^annuity iS^si J^Hn^rbe^elit^a" a^d^h^h^' 
participated for 5 or more years ^th^on lly\ P t ’tTi'll 


an 
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emp?oyer ; s f 2nd' if ^ligibU^his^i j ? RA or a subS( ‘ c >uent 
factor out of government to'the private sector?' P “' labi,itv 

6 . Funding 

current^cSRS lundl^CornMnln^the^i WU) . ba the same aE the 

quarters as necessary to Jeep ™t C °" S I' i ' red in Soma 

experts disagree because of current f inaJci Jg S l^s! labl *'‘ SO " ,€ ' 

7 . Investments - 401 k 

Proposal resembles Stevens' pari {or Kaii • 
after 2nd year-permit investment of 401 k assets ^fn“Ji Cb “ ould - 

o°, f investment "Z”™' 

very large and could skew the^i^dlm^r ^.^nSy. 

®* Transition Pr ovi s j nns 


ror service unripr nld r cdo , , 

options; Puller explanation of^o^.”? tW ° 


9 . Board of Trustees 

invesS^cL^ns^ Zt Kja'Sfn'i" 2nd yea ' " U1 maka 

appointed by the Presid^a^^^^^^- A ’ e " Cy 
10 * £i! )P lo y ee s Covered by CSRS Prior to 1 January i q r 4 

to suppl emen tal 'plan "to^be "covered 'by ‘social 'security "J oasd I 1? SRS 

to CSRS^f und^and"entitlement ‘to‘f ull'cSRs'benef i t^nt i 1 " ‘ bUt ‘° b 
~t? eCUrUy bSnefit - NeedS tlarif ication'for ^In^uT"""' 

II . Disability 

Eligi ble for Social Security 

of f set P of Social secllr ity^benef it^if ^ndwV 9 ? 62 *?? after With 
social security disabilKy^ ^ts Hr * f ° r 

security requires incapability to work. 
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Ineligible for Social Securi ty 

the reti rement^plan fo£ disability 1 ^d^^n meets standa rds of 
but formulas must be comoar^ d Reduced benefits indicated 

Same for "Eligible for c C ^ r ^ ent Provisions of CSRS. 

applicants will face placement ef f ort M w • ? ?° Ve ; Also ' disability 
position to test ability to perform Wlthl " 2 9rades ° f Current 

^ 2 . Survivor Annuity Plan 

c " e ; 

ar^needed V^itl 
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